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(iv) Maintenance of solvency effort 
required to retain a deferral previously 
granted. 

§ 606.2 Total credits allowable. 
The total credits allowed to an em-

ployer subject to the tax imposed by 
section 3301 of the Federal Unemploy-
ment Tax Act shall not exceed 5.4 per-
cent with respect to taxable years be-
ginning after December 31, 1984. 

§ 606.3 Definitions. 
For the purposes of the Acts cited 

and this part— 
Act means as appropriate the Federal 

Unemployment Tax Act (26 U.S.C. 3301– 
3311), or title XII of the Social Security 
Act (42 U.S.C. 1321–1324). 

Advance means a transfer of funds to 
a State unemployment fund, for the 
purpose of paying unemployment com-
pensation, from the Federal unemploy-
ment account in the Unemployment 
Trust Fund, pursuant to section 1202 of 
the Social Security Act. 

Average High Cost Multiple (AHCM) for 
a State as of December 31 of a calendar 
year is calculated by dividing the 
State’s reserve ratio, as defined in 
§ 606.3, by the State’s average high cost 
rate (AHCR), as defined in § 606.3, for 
the same year. Final calculations are 
rounded to the nearest multiple of 0.01. 

Average High Cost Rate (AHCR) for a 
State is calculated as follows: 

(1) Determine the time period over 
which calculations are to be made by 
selecting the longer of: 

(i) The 20-calendar year period that 
ends with the year for which the AHCR 
calculation is made; or 

(ii) The number of years beginning 
with the calendar year in which the 
first of the last three completed na-
tional recessions began, as determined 
by the National Bureau of Economic 
Research, and ending with the calendar 
year for which the AHCR is being cal-
culated. 

(2) For each calendar year during the 
selected time period, calculate the ben-
efit-cost ratio, as defined in § 606.3; and 

(3) Average the three highest cal-
endar year benefit cost ratios for the 
selected time period from paragraph (2) 
of this definition. Final calculations 
are rounded to the nearest multiple of 
0.01 percent. 

Benefit-cost ratio for a calendar year 
is the percentage obtained by divid-
ing— 

(1) The total dollar sum of— 
(i) All compensation actually paid 

under the State law during such cal-
endar year, including in such total sum 
all regular, additional, and extended 
compensation, as defined in section 205 
of the Federal-State Extended Unem-
ployment Compensation Act of 1970, 
and excluding from such total sum— 

(A) Any such compensation paid for 
which the State is entitled to reim-
bursement or was reimbursed under the 
provisions of any Federal Law, and 

(B) Any such compensation paid 
which is attributable to services per-
formed for a reimbursing employer, 
and which is not included in the total 
dollar amount reported under para-
graph (c)(1)(i)(A) of this section, and 

(ii) Any interest paid during such cal-
endar year on any advance, by 

(2) The total wages (as defined in 
§ 606.3) with respect to such calendar 
year. 

(3) For cap purposes, if any percent-
age determined by this computation 
for a calendar year is not a multiple of 
0.1 percent, such percentage shall be re-
duced to the nearest multiple of 0.1 
percent. For funding goal purposes, if 
any percentage determined by this 
computation for a calendar year is not 
a multiple of 0.01 percent, such per-
centage is rounded to the nearest mul-
tiple of 0.01 percent. 

Contributions means payments re-
quired by a State law to be made into 
an unemployment fund by any person 
on account of having individuals in his 
employ, to the extent that such pay-
ments are made by him without being 
deducted or deductible from the remu-
neration of individuals in his employ. 

Federal unemployment tax means the 
excise tax imposed under section 3301 
of the Federal Unemployment Tax Act 
on employers with respect to having 
individuals in their employ. 

Fiscal year means the Federal fiscal 
year which begins on October 1 of a 
year and ends on September 30, of the 
next succeeding year. 

FUTA refers to the Federal Unem-
ployment Tax Act. 

Reserve ratio is calculated by dividing 
the balance in the State’s account in 
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the unemployment trust fund (UTF) as 
of December 31 of such year by the 
total wages paid workers covered by 
the unemployment compensation (UC) 
program during the 12 months ending 
on December 31 of such year. Final cal-
culations are rounded to the nearest 
multiple of 0.01 percent. 

State unemployment fund or unemploy-
ment fund means a special fund estab-
lished under a State law for the pay-
ment of unemployment compensation 
to unemployed individuals, and which 
is an ‘‘unemployment fund’’ as defined 
in section 3306(f) of the Federal Unem-
ployment Tax Act. 

Taxable year means the calendar 
year. 

Unemployment tax rate means, for any 
taxable year and with respect to any 
State, the percentage obtained by di-
viding the total amount of contribu-
tions paid into the State unemploy-
ment fund with respect to such taxable 
year by total wages as defined in § 606.3. 

Wages, taxable means the total sum of 
remuneration which is subject to con-
tributions under a State law. 

Wages, total means the total sum of 
all remuneration covered by a State 
law, disregarding any dollar limitation 
on the amount of remuneration which 
is subject to contributions under the 
State law. 

[53 FR 37429, Sept. 26, 1988, as amended at 71 
FR 35513, June 21, 2006; 75 FR 57156, Sept. 17, 
2010] 

§ 606.4 Redelegation of authority. 

(a) Redelegation to OWS Administrator. 
The Administrator, Office of Workforce 
Security (hereinafter ‘‘OWS Adminis-
trator’’), is redelegated authority to 
make the determinations required 
under this part. This redelegation is 
contained in Employment and Training 
Order No. 1–84, published in the FED-
ERAL REGISTER on November 14, 1983 (48 
FR 51870). 

(b) Delegation by Governor. The Gov-
ernor of a State, as used in this part, 
refers to the highest executive official 
of a State. Wherever in this part an ac-
tion is required by or of the Governor 
of a State, such action may be taken 
by the Governor or may be taken by a 
delegatee of the Governor if the De-
partment is furnished appropriate 

proof of an authoritative delegation of 
authority. 

[53 FR 37429, Sept. 26, 1988, as amended at 71 
FR 35514, June 21, 2006] 

§ 606.5 Verification of estimates and 
review of determinations. 

The Department of Labor (herein-
after ‘‘Department’’) shall verify all in-
formation and data provided by a State 
under this part, and the State shall 
comply with such provisions as the De-
partment considers necessary to assure 
the correctness and verification of such 
information and data. The State agen-
cy of a State affected by a determina-
tion made by the OWS Administrator 
under this part may seek review of 
such determination by a higher level 
official of the Employment and Train-
ing Administration. 

§ 606.6 Information, reports, and stud-
ies. 

A State shall furnish to the Sec-
retary of Labor such information and 
reports and conduct such studies as the 
Secretary determines are necessary or 
appropriate for carrying out the pur-
poses of this part, including any addi-
tional information or data the OWS 
Administrator may require for the pur-
poses of making determinations under 
subparts C and E of this part. 

[53 FR 37429, Sept. 26, 1988, as amended at 71 
FR 35514, June 21, 2006] 

Subpart B—Tax Credit Reduction 
[Reserved] 

Subpart C—Relief From Tax Credit 
Reduction 

§ 606.20 Cap on tax credit reduction. 
(a) Applicability. Subsection (f) of sec-

tion 3302 of FUTA authorizes a limita-
tion (cap) on the reduction of tax cred-
its by reason of an outstanding balance 
of advances, if the OWS Administrator 
determines with respect to a State, on 
or before November 10 of a taxable 
year, that— 

(1) No action was taken by the State 
during the 12-month period ending on 
September 30 of such taxable year 
which has resulted, or will result, in a 
reduction in the State’s unemployment 
tax effort, as defined in § 606.21(a); 
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